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Catef of fRatioca, Nexlco City

Offics of nuﬁ
LIBIF?/1 - 1963 Taxes

N NV

ESm-%533, 28 October 1954

1. & review of eoch of the statemsate. ande {n refereace by :
LIEUYF/1 tes been mede by Baedquarters.. foos.cf. these ststaxeats . .. :
caR be azed to gubstaatiste o clxim thet We XUBARK eariings are
nda~taxadle.

2. The fact that as eployer-employee relaticaship does not
-exist {3 not a basis for deterxiaing wether earnings are taxsble.
Sibject {8 a coatrect ageat~izdepeniseat coatractor; i tae payzeat
received by LIIUFF/1 is ccosidered earzed iucome. the law {Iatercal
Revense Code) defines earntd facome es “wases, salaries, professicaal
fees, e3i cther emogsts received as comensstica for pericasl services
actunlly reacered’s. larased iocoee 18 excl.aable {f tor gualiflcaticas
of Sectica y1l of the Isternal feveaae Code are met. 2uree of taeces
QABALILCAGIVAE ure:

A. Eerped facoas froa gozrees witaout the U. 8.

B. Attribatable to such cainterrupted period-one camplete tax
ryeer or 510 days oat of as 18 soath pericd.

C. mmhymmmm“mwwzqu . .
taereof. i

i Subject obriously gqualifies oa (A) eai (B), bowever, LIEUFY/1.does 20% 1
aset qaalificstlon (C), taerefore, exclusion caanot be elsimed for the -
iacose earaed from KIBARK. . .
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3. If fubject reed IRZ Publiceticn Zo. 54 (Tax Galde for U. 8.
Citizens Abroad) it {s easily uaderstandabls hovw he couid be zislsed
bemanze they refer to Coveraseat esployees asd aot to tuose inifvidaals
heviag aa frieprodent coxtrector relstionsilp with tas Goveraarck. The
kay poiat in Ve MPevease regulatioas is the definition of earnsd fncome
and the fuct taat esraed iacoee is not excludable 1f earued from s Ue. 8.
Governasst source. "

k. Atteched exv phototoplog of tae Isterncl Revesus Code axd
regalations pertaiaing to the exclusicn of incoms earnsd sbroad.

S. Algo sttached 1s the 1363 eovert tex return which Hssdomarters -
bas prepared. Plesss note that lines 17 thru 23 smnd the Schedale C
{1incs 8-11) have 2ot boea completed. If LINUFF/L'S overt fucome hes .
saximen social security (FITA) vithheld mo celf-ecployment {eocisl
secxrity) tax iz computed. If socisl security is not .lthheld overtly
thea self-ecployment tax is ecaputed ca the Schedule C ead sdded to the
i{ncoze tax oca the iorm 100 (sce lfoe 17, Form 1040). The Fora 1080
can then be cowpleted, signzd, end retaried to Hesdguarters alcag with
the payseat for tas outsteniing tax lisbility.

6. If a pereconal check is vsed in paysent of the tax 1iex{i{ty
1t shoald be pmumuumao-éslu. fxppleacat,
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